Supporting information - S2 Appendix.

Staircase method to measure time preferences and individual discount
rates.

Fig A represents the tree behind the staircase method. The first question asked if
the individual preferred 10,000 Forints today or 15,500 Forints in a month. If the
individual chose the former / latter one, then it revealed that the amount of money in a
month that makes her indifferent to 10,000 Forints today is more / less than 15,500
Forints, so the next question asked if she preferred 10,000 Forints today or 18,500 /
12,500 Forints in a month. This algorithm was repeated in all the 5 questions.

The answers to these 5 interdependent questions allow us to zoom in on the
indifference point, but note that we cannot infer the exact amount that makes the
individual indifferent. However, we know lower and upper bounds of the real
indifference point.

In Fig B we show the patience scores and the corresponding upper and lower bounds
of the indifference point.

By considering the midpoint of the bounds, we can compute the individual discount
rate (IDR). If we denote the midpoint by X, then

(1+IDR) 10,000 = X, (1)

and therefore
IDR = (X/10,000) — 1. (2)

The last column in Fig B contains the corresponding individual discount rates.
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Fig A. Tree for the staircase time preference task
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Fig B. Patience scores, the corresponding upper and lower bounds of the indifference
point and the implied individual discount rates
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